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"OUR CORE OPERATING PRINCIPLES OF SUPERIOR EXECUTION, FINANCIAL
DISCIPLINE AND INNOVATIVE SCLUTICNS ARE AS RELEVANT TODAY AS THEY
WERE IN THE FIRST DAYS OF THE COMPANY'S EXISTENCE."

LETTER TO SHAREHOLDERS

This year, Edison International is proudly celebrating
its 125th anniversary and its rich heritage of
innovations. From that first day on July 4, 1886,
when our earliest predecessor company illuminated
street lights in the town of Visalia, California, to
today, we have responded to the changing require-
ments of our customers with new technologies
and innovative solutions. In doing so, we have
propelled our company to a pre-eminent position
in the electric power industry. We are recognized
as an industry leader in several key areas, includ-
ing the introduction of smart grid technologies into
the electric system, renewable energy, energy
efficiency and electric vehicles.

While we are proud of what we have accomplished
at Edison International over the past 125 years
and the positive mark we have made on the
communities we serve, we know we must earn the
trust of our customers and the public every day.
That trust is earned only if we meet our primary
corporate responsibility — providing our customers
with safe, reliable and affordable electric service.
Our core operating principles of superior execu-
tion, financial discipline and innovative solutions
are as relevant today in meeting our corporate
responsibilities and creating value for our
shareholders as they were in the first days of

the company's existence.

STRONG 2010 FINANCIAL RESULTS

Earnings per share in 2010 were $3.84. Core
earnings, a non-GAAP measure that excludes
discontinued operations and certain non-recurring
items, were $3.48 per share. This represents a

7.1 percent increase over 2009, and came in above
the guidance range we established at the beginning
of the year. (See opposite page for a reconciliation
of core and GAAP earnings.)

Our utility, Southern California Edison (SCE),
and our competitive generation company, Edison
Mission Group (EMG), both delivered solid earnings
in 2010. Also, liquidity and cash flow improved, in
part due to tax-related outcomes. Most important
among those included completing the last steps
in our global tax settlement by finalizing the
arrangement with California authorities, and
federal tax law changes supporting capital
investment. EMG also benefited from a 30 percent
federal cash grant program for completing re-
newable energy projects, which provided needed
cash to reinvest in the business.

Edison International’s stock appreciated 11 percent
in 2010, significantly outperforming our industry,
which rose by less than 1 percent as measured by
the Philadelphia Utilifies Index, and close to the
overall stock market gains of 12.8% as measured
by the S&P 500 Index. We increased our dividend
for the seventh consecutive year to an annual rate
of $1.28 per share. Our stock price appreciation,
when combined with our 2010 dividend, produced
a total shareholder return of 15.1% for the year.
We continue to target modest annual dividend
increases, reflecting the significant financing
required to support our growth at SCE.
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LOOKING AHEAD

Shifts in public policy on energy, significant
technological advances and the prospect of low
natural gas prices for years to come are potent
forces and likely to produce transformative change
in the electric power industry. These pressures
may stress earnings and cash flow in our compet-
itive generation business in the near term, and
create both challenges and opportunities for

the enterprise longer term. Because this decade
is likely to be particularly uncertain and unpre-
dictable, we prefer Edison International’s dual-
platform business model of a regulated utility
and a competitive generator with a national
footprint. We believe such a platform provides
diversification and strateqic flexibility, allowing us
to better capitalize on opportunities to modernize
the nation's power grid, benefit from a recovery
in commodity prices later in the decade and
create value across the full spectrum of the
electricity industry.

The strength of our Southern California Edison
electric utility franchise provides the foundation
for our current value. We believe it has some

of the best prospects for growth among domestic
electric utilities, and it has benefited from a
supportive regulatory framework. We see contin-
ued support in California for grid reliability,
increasing generation from renewable sources
and advanced technologies. This should translate
into additional growth for SCE through our core
transmission and distribution business, other
smart grid investments and preparing for electric
vehicle adoption in one of the auto industry's
most important markets.

A key priority for SCE in 2011 will be a successful
resolution of our General Rate Case, which we
filed with the California Public Utilities Commission
in November. This request will set our customer
rates for the years 2012 through 2014, and will
address our safety and reliability responsibilities
through added infrastructure investment while
creating needed jobs in California.

Another critical priority at SCE will be operational
excellence. This means focusing on ways we

can enhance productivity and efficiency as well
as safety, compliance and risk management.

It is also important for us to engage with public
policy makers to balance the needs for additional
investment in electric infrastructure for public
safety and reliability with the desire to advance
environmental goals, white still providing afford-
able rates for our customers.

At Edison Mission Group, we see equity value in
our diverse portfolio of renewable and fossil-
fuel generation, despite difficult power market
conditions.

EMG is one of the largest developers, owners

and operators of wind energy in the country, with
29 projects in 10 states with more than 1,800
megawatts in service or under construction. We
continue to secure important sources of funding
for our wind portfolio, raising approximately
$340 million in new loan commitments in 2010

in three transactions, along with $92 million in
federal cash grants.

The emissions reduction program for our lllinois
generation plants consists of activated carbon
injection for mercury, selective non-catalytic
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reduction for NO,, dry scrubbing with Trona for
SO, and acid gases, and upgrading particulate
removal equipment. We continue to believe this
four-pronged approach is an innovative, effective
and lower-cost solution to meeting environmental
requirements. Our coal fleet plays an important
role in grid reliability in Hlinois, Pennsylvania
and nearby markets. We will continue to work
our coal fleet challenges hard to provide value
to both our customers, who rely on us to produce
affordable power, and our shareholders.

LEADERSHIP DEVELOPMENT

Another major focus for our enterprise is talent
development. Like many companies, Edison has
an aging workforce, and it is vital that we develop
smooth transfers of knowledge and experience
from our seasoned professionals to our newer
employees. We also need to groom the next gen-
eration of managers and leaders.

Ron Litzinger and Pedro Pizarro have been
elected as the new presidents of SCE and EMG,
respectively. Over the years, Edison International
has successfully developed and appointed its top
leaders from within, and Ron and Pedro are two
of the latest examples. They have proven capabil-
ities, and they will address future opportunities
and challenges at our company with effectiveness,
energy and enthusiasm.

The elections of Ron and Pedro followed the
retirements of SCE's chief executive officer, Al
Fohrer, and president, John Fielder.  want to
express my thanks to Al and John for the ex-
traordinary contributions they have made to our

company through a combined 77 years of service.

Southern California Edison has benefited from

the leadership and experience of two of the
country’s most respected utility executives.

Finally, I am grateful for the support and counsel
of our board of directors as we position Edison
International for continued success and leadership.
I would like to particularly acknowledge the
immediate contributions from our newest director,
Jagjeet Bindra, who joined us in 2010.

All of us at Edison International look forward to
building on our company’'s rich 125-year heritage
during this exciting time for our industry, doing
what we do best: leading the way in electricity.

2 F

Theodore F. Craver, Jr.
Chairman, President and
Chief Executive Officer

March 1, 2011
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Employees working safely at Will County Station.

A crucial component of superior execution is operating safely,
and at Edison International.we are striving to create an injury-
free work environment. The progress we are making is especially
notable at Edison Mission Group (EMG). In 2006, EMG launched
a major safety initiative with a goal of continuous improvement
each year. That effort paid major dividends in 2010: For the
second straight year, EMG achieved its best safety performance
in a decade. The entire EMG fleet of coal, gas and wind-energy
generators had just 13 OSHA-recordable incidents last year,
compared to 31in 2009 and 39 in 2008. Lost workdays decreased
to 137 from 502 in 2009 and 1,359 in. 2008. EMG also marked
one of the most significant safety achievements in its history
when Will County Station in Romeoville, lllinois, reached three
straight years of injury-free operation in January of this year.
EMG also had injury-free years in 2010 at two other coal-fired
plants, seven of its eight gas-fired plants and 21 of the 22 wind
energy projects where EMG employees work.

1980

Safety has been an integral part
of Edison's work processes for
decades. This SCE distribution
crew met for a “tailtboard” safety
session prior to beginning work.
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New steam generator being inserted into Unit 3.

Nuclear power is a key component of Edison International’s strategic
generation portfolio. The San Onofre Nuclear Generating Station,
operated by Southern California Edison (SCE) and jointly owned with
San Diego Gas & Electric and the city of Riverside, generates 2,200
megawatts of power when operating at full capacity — enough to serve
1.4 million average homes — while producing almost zero air emissions.
That is why SCE and its partners are investing more than $600 million
to prolong the life span of this important source of safe, clean and reliable
electricity. The men and women of San Onofre have just completed the
successful replacement of the two 640-ton steam generators in Unit 3,
a year after executing the same chalienging and technically complex
task on Unit 2. Additional large-component upgrades are scheduled in
the next few years. San Onofre is licensed to operate through the year
2022, and SCE intends to seek a license extension that will allow it to
operate for another 20 years beyond that, ensuring the continuation
of a major source of safe, clean and reliable energy.

San Onofre Unit 1 went into
operation early in 1968 and
enjoyed the highest availability
rate and capacity factor of any
nuclear unit in the nation.
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Plug-in electric vehicle in the garage at the Smart Energy Experience™.

SCE is committed to helping our customers benefit from the
modernization of the electric power grid. Toward that end,

in 2010 SCE opened a new demonstration center at its Energy
Education Center.in Irwindale, California. Built to replicate a
home environment, the Smart Energy Experience™ features
some of the latest tools and technologies that SCE is imple-
menting, including an Edison SmartConnect™ meter that com-
municates through a home-area network with smart appliances
and a plug-in electric vehicle in the garage. The innovative
technologies on display educate visitors about the ways a
smarter grid provides clean and reliable electric service and
ensures that power outages are shorter and more contained
when they occur, SCE is introducing “smart” technologies in
every stage of its infrastructure—from power generation, to
transmission, to distribution, to the meter and beyond. The
Smart Energy Experience introduces customers to the tools
they will need to successfully manage their energy use and be
energy efficient, help reduce greenhouse gases and enable
new technologies such as plug-in electric vehicles.
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Company promotion of electric
conveniences, especially kitchen
appliances, was a major part

of marketing efforts in the early
nart of the twentieth century.



EDISON INTERNATIONAL 2010 ANNUAL REPORT 7

EMG NOW HAS 29 WIND ENERGY PROJECTS IN
10 STATES WITH A TOTAL GENERATING CAPACITY
OF MORE THAN 1,800 MEGAWATTS,

Worker standing atop a wind turbine at Cedro Hill, Texas.

EMG is one of the nation’s leading developers, owners and
operators of wind energy, and in 2010 it continued to expand its
portfolio. EMG now has 29 projects in 10 states in service or

1280 under construction, with a total generating capacity of more than
SCE put into service the largest 1,800 megawatts. In 2010, EMG commenced commercial operation
experimental wind turbine ever to of the 150-megawatt Cedro Hill wind project in south Texas, about
be connected to a Commerc'al 40 miles east of Laredo. At full capacity, its 100 turbines can
power system at the Wind Energy
Center near Palm Springs, California. produce enough power to meet the needs of about 40,000 homes.

Also, the 80-megawatt Laredo Ridge project in Nebraska was
recently placed into service. In 2010, EMG began construction on
several projects that will commence operations in 2011, including
its 10th wind project in Minnesota, the 30-megawatt Community
Wind North project, the 130-megawatt Taloga project in Oklahoma
and the 240-megawatt Big Sky project in lllinois. EMG signed a
long-term contract to sell power from its third wind farm under
development in Nebraska, which paves the way for construction
of the 80-megawatt Broken Bow project.
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Schematic diagram of a self-healing distribution circuit,

SCE has been a leader among utilities in developing the smarter,
more efficient grid of the future. Now we are commencing work
on two important pilot projects designed to test and demonstrate
how some of the crucial technologies behind the smart grid will
actually work in practice. One project will be a demonstration of
lithium-ion battery storage for energy generated by wind turbines
in the Tehachapi region of Southern California. Developing
farge-scale energy storage capability is a key part of integrating
intermittent wind and solar energy into the electric grid. The
second project will demonstrate advanced smart grid technologies
in Irvine, California, providing a living laboratory for accurately
assessing the interaction between smart grid technologies and
home systems working at the same time. This will include the
latest generation of distribution automation using self-healing
technologies such as universal remote circuit interrupters and
advanced voltage control. It will also extend into the home by
integrating home area networks and consumer devices such as
smart appliances, electric vehicles, energy sforage and photo-
voltaic solar generation.

Gy B @,

An SCE crew instalied insulator
strings on a tower in California’s
Crescenta Valley, enabling an
increase in voltage to 220,000
volts. This and other innovations
extended the distance electricity
could be transmitted from gener-
ators to customers.
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. BEST RATE PLAN OPTION,

 Average Moty mias
Y Blesriny
ang Gasoline‘zj‘l? "

The Plug-in Car Rate Assistant at sce.com.

The era of plug-in electric vehicles (PEVs) arrived in 2010, with
the initial deliveries of the Chevrolet Volt and Nissan Leaf — the first
mass-market, plug-in electric cars in the U.S. Edison International

Pia has a long history of leadership in electric transportation. That is
SCE's involvement with electric carried on today through SCE's efforts to research the impacts of
vehicles goes back nearly 100 electric vehicles on the power grid and prepare customers who are
years, as this Lansden “Electric . . .
Wagon” illustrates. interested in buying a PEV. In 2010, SCE began to help customers

learn what it means to be “plug-in ready.” Fueling a car in the garage
rather than just at the gas station is a new concept for most customers,
and early education on how to prepare is extremely important.
SCE also added to its website an online Plug-in Car Rate Assistant,
a new interactive tool that helps potential buyers select the best
electric vehicle rate plan option and estimate the cost of fueling an
electric vehicle. SCE is collaborating with major automakers and
local cities to improve the overall experience for our shared cus-
tomers who are turning their homes into efficient fueling stations.
And at the Los Angeles Auto Show in November, SCE joined the
Electric Drive Transportation Association in launching GoElectric-
Drive.com, a comprehensive website that provides consumers with
information about buying, owning and driving electric cars.
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GLOSSARY

When the following terms and abbreviations appear in the text of this report, they have the meanings
indicated below.

2010 Tax Relief Act ...... Tax Relief, Unemployment Insurance Reauthorization and Job Creation Act
of 2010

AFUDC............... allowance for funds used during construction

Ambit project. . ......... American Bituminous Power Partners, L.P.

AOL........ ... . ..., Adjusted Operating Income (Loss)

APS....... ...l Arizona Public Service Company

ARO(G) ..o vviiiiien asset retirement obligation(s)

BACT ................ best available control technology

BART ................ best available retrofit technology

Bef ... .. billion cubic feet

Bigd ..........in Kern River, Midway-Sunset, Sycamore and Watson natural gas power
projects

Btu ........... ... ... British thermal units

CAA ... ... .. o Clean Air Act

CAIR ................ Clean Air Interstate Rule

CAISO ............... California Independent System Operator

CAMR ............... Clean Air Mercury Rule

CARB................ California Air Resources Board

Commonwealth Edison . ... Commonwealth Edison Company

CDWR ............... California Department of Water Resources

CEC ........ ... oo California Energy Commission

coalplants ............. Midwest Generation coal plants and Homer City plant

CPS...........oot Combined Pollutant Standard

CPUC ................ California Public Utilities Commission

CRRs .......ooovvnt. congestion revenue rights

DOE................. U.S. Department of Energy

EME ................. Edison Mission Energy

EMG................. Edison Mission Group Inc.

EMMT ............... Edison Mission Marketing & Trading, Inc.

EPS.......... ... . ... earnings per share

ERRA ................ energy resource recovery account

EWG................. Exempt Wholesale Generator

Exelon Generation ....... Exelon Generation Company LLC

FASB................. Financial Accounting Standards Board

FERC ................ Federal Energy Regulatory Commission

FGIC................. Financial Guarantee Insurance Company

FIP(Ss) ...t federal implementation plan(s)

Four Corners ........... coal fueled electric generating facility located in Farmington, New Mexico in
which SCE holds a 48% ownership interest

GAAP . ............... generally accepted accounting principles

GHG................. greenhouse- gas '

Global Settlement. ... .... A settlement between Edison International and the IRS that resolved

federal tax disputes related to Edison Capital’s cross-border, leveraged
leases through 2009, and all other outstanding federal tax disputes and
affirmative claims for tax years 1986 through 2002 and related matters with
state tax authorities.

GRC ................. General Rate Case
GWh................. Gigawatt-hours
HAPs................. Hazardous Air Pollutants

Homer City ............ EME Homer City Generation L.P.
Illinois EPA . ........... Illinois Environmental Protection Agency
IRS ...t Internal Revenue Service

ISO.........ot. Independent System Operator
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kWh(s) ............... kilowatt-hour(s)

LIBOR ............... London Interbank Offered Rate
MD&A ............... Management’s Discussion and Analys1s of Financial Condition and Results
: of Operations in this report
Midwest Generation . . . ... Midwest Generation, LLC
Midwest Generation plants . EME’s power plants (fossil fuel) located in Illinois
MMBtu ............... million British thermal units
Mohave . .............. two coal fueled electric generating facilities that no longer operate located
' in Clark County, Nevada in which SCE holds a 56% ownership interest
Moody’s............... Moody’s Investors Service
MRTU................ Market Redesign and Technology Upgrade
MW.. . . . megawatts
MWh................. megawatt-hours
NAAQS ............... national ambient air quality standards
NAPP ................ Northern Appalachian
NERC ................ North American Electric Reliability Corporation
Ninth Circuit ........... U.S. Court of Appeals for the Ninth Circuit
NOV ...t notice of violation
NO ... v nitrogen oxide
NRC ................. Nuclear Regulatory Commission
NSR ....... ... New Source Review
PADEP ............... Pennsylvania Department of Environmental Protection
PaloVerde . ............ large pressurized water nuclear electric generating facility located near
Phoenix, Arizona in which SCE holds a 15.8% ownership interest
PBOP(s) .............. Postretirement benefits other than pension(s)
PBR ................. performance-based ratemaking
PG&E ................ Pacific Gas & Electric Company
PIM ................. PIM Interconnection, LLC
PRB ................. Powder River Basin
PSD.................. Prevention of Significant Deterioration
QF() ... qualifying facility(ies)
ROE ................. return on equity
RPM ................. reliability pricing model
RTO(s) ............... Regional Transmission Organization(s)
S&P. ... ... Standard & Poor’s Ratings Services
San Onofre ............ l